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C=The remaining number of full years to the 
final maturity of the borrower’s note. Drop 
all fractions of a year and use the remain-
ing full years. 

E=The published Treasury term (in years) to 
maturity which is the longest term to ma-
turity for the published term that is less 
than the remaining term (in years) to final 
maturity of the borrower’s note; i.e., (if 
the note to be prepaid has remaining years 
to maturity between 11 and 20 years then 
this term would be 10 or if the note to be 
prepaid has remaining years to maturity 
between 21 years and 30 years then this 
term would be 20). 

F=The published Treasury term (in years) to 
maturity which is the shortest term to ma-
turity for the published term that is great-
er than the remaining term (in years) to 
maturity of the borrower’s note; i.e., (if 
the note to be prepaid has remaining years 
to maturity between 11 and 20 years then 
this term would be 20 or if the remaining 
years to maturity is between 21 and 30 
years then this term would be 30).
NOTE: The percentage terms used in the 

above formula will be truncated to two dec-
imal places. For the purpose of the terms A, 
B, E, and F above the published Treasury 
rate and term shall mean the Treasury Con-
stant Maturities from the Federal Reserve 
Statistical Release for 7 years, 10 years, 20 
years, and 30 years.

(b)(1) In the event that the borrower 
prepays a loan under paragraph (a) of 
this section using, directly or indi-
rectly, tax exempt financing, the dis-
count shall be adjusted to ensure that 
the borrower receives a benefit that is 
no greater than the benefit the bor-
rower would receive if the borrower 
used financing that was not tax ex-
empt. The borrower shall certify in 
writing whether the financing will be 
tax exempt. 

(2) The discount rate established in 
paragraph (a) of this section shall be 
adjusted for a tax exempt financing by 
substituting for the ‘‘I’’ term in the 
discount rate formula, a discount rate 
equal to the interest rate(s) published 
pursuant to 7 CFR 1714.5, determina-
tion of interest rates on municipal rate 
loans. This is the interest rate estab-
lished for the new RUS loan program 
which is based on municipal interest 
rates for issues of comparable matu-
rity. No interpolation or average will 
be used. If a note is to be prepaid under 
this subpart and is subject to this tax 
exempt adjustment, the discount rate 
will be determined from the published 
table in the FEDERAL REGISTER.For ex-

ample, if the note to be discounted ma-
tures in the year 1999 then the discount 
rate will be the interest rate for the 
year 1999. RUS will publish a schedule 
of interest rates for municipal rate 
loans in the FEDERAL REGISTER at the 
beginning of each calendar quarter. 
The published rates in effect eight 
business days prior to closing will be 
used for the discount rates. All notes 
to be prepaid that have remaining 
years to maturity of more than 20 
years will be discounted at the interest 
rate in effect for new RUS municipal 
rate loans of comparable maturity at 
the time of closing.

§ 1786.154 Qualified Notes. 

An eligible borrower may prepay 
Qualified Notes under this subpart at 
the discounted present value. A Quali-
fied Note is a note evidencing an RUS 
electric loan, all advances of which 
were made prior to May 1, 1992, or not 
less than 2 years prior to the date of 
prepayment closing. See §§ 1786.155(a)(3) 
and 1786.158 (h) and (j).

§ 1786.155 Eligible borrower. 

(a) To be eligible to prepay an elec-
tric loan under this subpart, the bor-
rower must be in compliance with the 
following: 

(1) The borrower shall be current on 
all payment obligations on outstanding 
loans made or guaranteed by RUS. For 
the purpose of determining eligibility 
for prepayment, a default by a power 
supply borrower from which a distribu-
tion borrower purchases wholesale 
power shall not be considered a default 
by the distribution borrower; 

(2) There shall exist no material de-
faults under the borrower’s RUS Loan 
Contract and Mortgage; 

(3) The borrower shall have expended 
all funds advanced pursuant to the 
RUS Loan Contract for the purposes 
for which such funds were advanced. A 
borrower will not be eligible to prepay 
under this subpart if it has any funds 
advanced pursuant to the RUS Loan 
Contract in its Construction Fund Ac-
count; and 

(4) The borrower shall be current on 
all obligations under any wholesale 
power contract with an RUS financed 
power supply borrower. 
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